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Abstract

The present study investigates the impact of earnings management on firm value,
using a sample of banks listed on the Iraq Stock Exchange over the period 2006—
2023. A purposive sampling method was employed to select 16 banks with complete
data for the specified period, all operating within a traditional banking system
characterised by its reliance on interest-based transactions. To test the study’s main
hypothesis and achieve its objectives, the Driscoll-Kraay standard error model was
applied for data analysis. The findings reveal that earnings management has a
significant and inverse effect on firm value, after controlling for various firm-level,
market-level, and macroeconomic variables. Based on these results, the study offers
several recommendations, most notably that regulatory authorities should enhance
corporate governance by enforcing stricter frameworks, improving audit quality, and
promoting ethical financial reporting. Additionally, strengthening investor
awareness and adopting effective risk management strategies are essential to
improving financial stability, reducing information asymmetry, and increasing
market confidence.

Keywords: Firm Value, Earnings Management, Agency Theory, Signalling Theory,
Financial Transparency, DKSE Model.
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WY B as Leeliiy B)laall Holu o W1 3 LBge 1595 aali Buall Gluludly L5LaidY|
SLaidYl (3 dreaYl Jb piie 529 ((OIL) Jaidl jlal bl wyglsl iy b gl lgiagd e JWLg
5Y95106.3936 o Blaig 22,188 §)lae Byl ae ¢ Juad) V93 71.626 0)u3 Uawwgio ¢ 31,2l
Dl i) O Cum s Jolgas @lyadl SLaBYl 3 (e Jaaidl Hlaed (3 Qdadall e oSy
Al bgsall oo i 4B Leolasil Of cna (3 by 8yl J] derlondl Misg Sl 5laaud)l 530 43

ASpadl dad e i 35 Lo (L)L oM ) C3)laedl aduy 18 Las

(STATA ey e slazedb il slis] e Hosaall) dxaogll clsbasdl 1(2) Jgdsl

Variables Obs. Mean Std. Dev. Min Max
FVA (ratio) 288 0.832 0.231 0.245 1.799
ERM (abs) 288 0.33 1.383 -2.181 18.526
FSZ (in billion 1QD) 288 535.5 436 17.48 3983
LEV (ratio) 288 1.758 1.557 0.123 9.602
ROA (ratio) 288 0.024 0.028 -0.103 0.15
LIQ (ratio) 288 1.539 0.999 0.02 9.92
INF (%) 288 2.307 2.441 -2.8 6.1
LIR (%) 288 14.058 2.497 11.518 20.94
OIL (USD/barrel) 288 71.626 22.188 36 106.3
: L3y YI ddgauan 7.2
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(STATA gebipy e szl il shie] oo pamall) LS Bgisas 1(3) Jsuxd

Vars. FVA ERM FSZ LEV ROA LIQ INF LIR OIL
FVA 1.000

ERM -0.16 1.000

FSZ -0.14 -0.14 1.000

LEV 0.61 -0.19 0.29 1.000

ROA 0.53 -0.06 -0.29 0.18 1.000

LIQ -0.24 0.08 -0.29 -0.49 -0.09 1.000

INF 0.42 -0.07 -0.42 0.23 0.24 -0.09 1.000

LIR 0.61 0.01 -0.70 0.28 0.52 -0.01 0.52 1.000

OlIL 0.33 -0.10 0.03 0.16 0.30 -0.06 0.32 0.12 1.000

3925 dl ad las ¢0.16 e z by Blals 501 dasd oy bLEII Jalae OF odlel Jganll iz
Capdl (plasl Jady WY1 B)l5] Olghue glas)l O S o wgdly - cppiiedl (o daaasd s d83le
=Y dbsh dlaizall Ll Olay Bgles iy 4T Y] ool ld Canp 09 A1 dasd 3
phe e g (uSal o oy peilned] 85 (2985 ) (355 1 3 Aol @515l ae Dl olunloa)
A8 al) By gaatell &8 gl dapidll gzl ] (9283 48 Lo ¢ Lol )l

LuSe dABMe e Juy las -0.14 &b b)) Jolos yglsl b lginsdg 4541 e (o A8Ma) Lol
b I3 3ga loayg ¢ Aol dasd 8)9 4l 523 Y iz ASYI C3)banll OF J) ade 1oy . ddanss
L gaune ,glad (el o axidl e g .goill cbiandl (oY) dudas of Al BelaSl pay Alagye
O dl i Lo «0.61 &y Jolany (dS/2J1 dardy ddlall Aadll oy g8 Loyl @3De S99 bl
dxdldl o ] el3 (ad U89 AT a1 dosd $lasyl W Loy dadlyall ddlall dadl)l @ild CBylaall
36255 e dalinnl] )@l 5395 3 AsSlied)] Ohleiiwd! of gaidl e 5aS Bl 2ad bl
gl § ! oS e Bolom] (uSaiy Low (z W)Y

dod o LLHYI Jalao &y id ((ROA) Jguodl (e SSladl I (0 duslial) cduon )l ] deaaddlog
595 8355 duzwl OF dondidl 04l (WSady . Adiae dd,b &8N 3929 J| o Lo 989 «0.53 4S&ll
oo peiiannl) Ludler AT WLy )iy 55US ST dovyyall OB a1 dad 3] (S 201 dasd 50505 (§ laga
-0.24 & L3y Jolany (dSd1 dad po Atas druSe A3 (LIQ) A gaand! dand cyglsl ¢ Jilaall (3
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zoly 480 dgdma b e oy Lo 0,42 & Jolaos (AS/8d1 daid pn Joine Gyl L) (INF)
& G Gaybo L)1 (LIR) 86l Jdae Jomew ¢ Jiatbig 45101 89dlly JloeYl dig JuSi3 (3 pusaill
yebl A28 ((OIL) Jaddl jlawl Ll .sobadVly Jladl Hhaxwdl 3 pgell 0393 Je 4S5 e <0.61
Lol il dual (uSas b 929 ¢0.33 i Jolaes ¢S 801 dad ao Akine ] daasd o3yl d8)le
8Ll hadl whabe e S Ko deiay (2 dbaidl 3 by Y 0880 43 gudl Aol 5 3
i) e Wi IS (re ¢ASA01 Aasd daokons (3 WS ool dusgalall Ll bl oda 3 s
o yeiinadl Olgg39 duduasl
duase il Sl 7.3
 adadall LG 5l 7.3.1
OBl xe Joladl die S| oo ‘_SJ‘ Gl Clylasyl asi L}b.n.d\ LY Hlas! v
Y ol pandl lpans s Ui dxalaiall Glasgll pe 35l CO813] b dydoed) pusviad 3] i shall
4dla] ol bty Sxoie Wlpass ] $35: 48 sladie LGl 3929 OF 3 )l e &l (5683
355 18 GBS adolial) e Lois Lpguas cuummsall S el cpm ds55 o) 13] 4585 s
e lha)l OLShelod! 9T 40U Labaidl Jolgall Jie cdSiie Oloduas
Luakaioll &Ml wld) (4 Joadl 3 zubge 32 WS) Pesaran Hlosl gl caas A3y
¢11.910 b T-Statistic 4esd e (Pesaran’s test of cross-sectional independence)
3979 J) ooy daaiidl 0da 1439 .0.05 WY Sgims oo JBT (23 <0.0000 iy p o o
duadniiall Olasgll oy Olpasadl 0B ()3 By (ULl degaze J3I5 Gginn (ahaie b))
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o oksaall) plaall BUEYI s £(4) Jsal
(STATA Gilzyseo Je slaaedb il slucl
T-Statistic P-value
11.910 0.0000

:apbﬁlw)’l Jwis17.3.2

(91 el (po B9l ydr iyl sl oSy Y (bl (§ (shasall slaieYl 3929 Jl> (3
) el bt ] ol G el (0 g - adoliall Al ShLasYl oda ol 3|
bl slesel @5 caule 2log . (Dritsaki & Dritsaki, 2024) ahiell LS Oluwed! 3 456 &)
Jezdl whlas (e was s3I <CIPS (Cross-sectional Augmented Im, Pesaran, and Shin)
B3y Adg3g0 ST W L3909 ¢ ahadell LIV Aaw dodlas § Uladll LI

degaze 3 Winstall plane OF JI ¢(5) Jsanll 3 zibge 58 LS Bugll Hdar Hlasl @ls psd
Ged U1 3yall JsT Cllats wolpsiedl pans OF e 3 eS gl i )yl s LL)
& U )l i Jadd il A gaud) Gy ASa1 pn cye S 5l e Sy ol
Ssnall i el lpaioll Ay gl (n

(STATA ©laryss e slaieV pimldl slis] oo Lysaall) Basgl e il 1(6) gzl

Variables Level 1* Difference
FVA -2.489%**
ERM -2.397**
FSZ -2.079 -3.783***
LEV -2.412%**
ROA -2.793***
LIQ -1.939 -4.215%**
INF 2.610***
LIR 2.610***
OIL 2.610***
*** n<0.01, ** p<0.05, * p<0.1

dodeld & ]| JAKIJU[_AJZ}‘ sly>| L"SJjJ{aJ‘ OR C)Scébj_‘bi.?vlfl}‘ Lﬁ dalizwe ESU..:)}@JQJ \:,.Ia.:
e fall JoSG) Hlis) gl oyl W89 . lpaiall (o J2YI dugh 0)lgs A8Me Sl o613 L
:0.1824 Jsx3 p desd 20 ¢-0.9063 cady HlasYl 4dba>] ol (Westerlund s pliseiwly
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die eldg e fdne JobS 3929 puas AL & yauall dus,yall a8y (Sas Y 4T ) deidl 00 _pidg
o el dgb 0)lg3 A8Me 3929 ety B Jlax] Judo dr g Y (5531 B)laasg %5 Y (S5t
ad Y JoYI dug @M Jaloxt) dowsas! Z3ledl plasinl OB cddde 2lag . ziged! (§ Wlmiioll
e 355 @ ddshall Sl Judos b e slaied! e «ll3 o0 g Al 02 (§ Liuslie
” Al 0 3 bl dapal dosDlo AST jiad 213 ¢ ¥ BB lSaabiol
sle] e Hbaall) el Jo8l Lz 1(7) Jgn
(STATA Ol ysee e sleaeb iUl

Statistic P-value
-0.9063 0.1824

:(Slope Homogeneity Test) Jaod! (wilxd jlis17.3.3

SBlLly Aol Apaldl) U a5 b Bl dago Bslas aall el Auny Hliis! sl
5 i3 e Eling . A883 i Sl liily Bt 85 ] (§352 48 ,LasI e Jalaxd 0] 3] el
Jaodl Oledas 36 13] w38l (Bug (2008) Pesaran and Yamagata slas! plasuiwl
Adglall ULl z35a (§ abliall e dudlaie

e ¢0.136 &S Jumall e Wo (wldel p deasd ol syl G‘)\bj@bﬁ ((7) Jgu=x! L? To90 92 LS
%65 AY> Sy dis Juall Olalas (uilnd (285 (@) dybsall duydll (28) oSar Y &l J) pde
Js 3929 J b Les €0.05 ¢y J3T (25 ¢0.017 iy Joaadl s (i) p desd 018 ¢l pag
db 4l ks cJanall Ws plasuinl wlodll oo g3 coldl da Jin 39 -Juall (b6 de Jbax]
RS 9292 L) oSy caude 3log A3 4350 ST s @G g9 Al paibias Oluwd! §
Olsgll s (ol At Glpatally Ll aiiedl e Bl OF s b (ool ©lolas (3

Aualadoll
(STATA Wizyze e slaaeNb il slae] oo fyduadl) Juadl uild Hlas 1(8) Jgd=!
Statistic P-value
Delta 1.492 0.136
Adj. Delta 2.392 0.017
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dasd O bl Luiled Breusch—Pagan/Cook—-Weisberg Hlas| gl <yglsl udy . pdsuiu]!

Y g 39l Aol 04 Of Lasg .0.3733 ) Ligluse p dad go <0.79 il (chi?) Aslas]

285 3] ol LS 3929 (AR I doyduall dusyall (ad) S M ¢(0.10 51 0.05 o) Ll

Bl (o Uasdl alS OF (oo Lo czdgaidl (3 bl uiland pie e Juds 3929 pue ] dnitid] 0

35209 el lussl Z3gal LMo eedy I eIl cdlitnedl Wilpatall Gbgiue Calize ps
(STATA ©lysee e slasedl iUl slue] opo Hduadl) cpladl Guiled Hlas 1(9) Jgdxd)

chi2 (1) Prob > chi2
0.79 0.3733

U1 BLSYI Hlis 7.3.5

o Sl auly Bl e pusind da5ls duansss 8131 11 LM Wooldridge slis! das
Skl sl duhull oda (3 ddshll UL Glegama 3 JoY) Ayl (o G LLEYI 3929
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Lo i dylars slasd J) (5352 48 Lghalas O 3] cdradYl 1 ol Al 02 ao Joladl uadg

(o)) 350l (pe dpalsinell Gl i)l 4853509 gl 485 (o383
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F(1,15) Prob > F
7.742 0.0139
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23k 4l Driscoll-Kraay Standard Errors (DKSE) zdges (e duwhydl oo wiaiel cade 2lag
ULl Jadoed (§ Badaie blze (o Z3gaidl 100 4 aieis W 3 ¢(1998) Driscoll & Kraay J«d ¢y
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29 B5lgall ULl o Jolail) 3 S Bgyms oy Lo elylins 1 Aiplay diguman dogd Aplins
ey SULI § Olgamil) gl LS (&5l gl

LLEYIHlaedl § dsb eus cdbglall duapll sladl @ild ULl Lol dtesdley Z3 gl s ey
Ridwan et ) duop)l duaaad! dagdo (e Jaill jass dise dylas slhasl [9519 abolaall Jsls GIUI
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@ (@ o e 2y (Driscoll & Kraay, 1998; Gyamfi et al., 2022; Wang et al., 2022)
:AIW Dalaalb die ! Sl Gl el St ] cpass> DKSE z3ges slaiel

Ml&.&.&gcMé\W‘M\Mggcw\ow\dlMX3cM\M\dng&P
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sl G Judas) g o(Standardization) e lsiall ulie dusg5 @5 ¢ el dais Judg
Oldgy piie S 5 el iy G (83 AST S Oloakaadl dylas s las ¢l Cilig
Syiumall i Byiitun S5 @ (@I Ol piiell pand JoV 3,1 JsT @5 WS . Aol ()lurall Byl
Z39ail) &8lgll diuall O (el e 2log .z3ged! U3 BludYly dxeill Juodlddl S Olasz)
LW ol e sl cdlaslall Wl patall S99 ae 45,81 dad e L)Y 8)la] 5Ly pasctus!
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(STATA Olmysee e slaieb oWl slue] cpo yduanll)

Variables FVA
-0.0864**
ERM (0.0402)
0.115
D.F5Z (0.0861)
0.360***
LEV (0.0329)
0.227***
ROA (0.0551)
-0.0707
D.LIQ (0.0528)
0.0831
INF (0.0814)
0.198*
LIR (0.0968)
0.182**
Ol (0.0643)
-0.7339
Constant (0.9148)
Observations 288
R-squared 0.7110
F (8, 17) 231.20
Prob>F 0.0000
*** n<0.01, ** p<0.05, * p<0.1
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